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U.S. Economy Softens,
Inflation Eases Modestly
The U.S. economy (gross domestic
product, GDP) declined at a pace of
0.6% in the second quarter and follows
a decline of 1.6% in the first quarter. The
shrinkage is mostly attributed to a further
sell-off of business inventory and notable
weakness in construction. Nonresidential
construction fell (-13% annualized
pace) extending its losing streak to five
consecutive quarters of shrinkage, while
residential construction fell sharply (-16%
annualized). Consumer spending (+1.5%)
weakened but remained positive. Exports
jumped (17.6%) and imports (+18%)
gained while federal, state, and local
government spending fell for the third
consecutive quarter (-1.8%).
Persistent supply chain disruptions,
conflict in Ukraine, and elevated
commodity market prices will restrain
U.S. economic growth until mid-2023
while full-year 2023 growth is expected
to be a little over 1%. Half the economists
participating in The Wall Street Journal’s
quarterly survey expect a recession
within twelve months as concern grows
the Federal Reserve will over-shoot with
tightening monetary policy designed to
bring inflation under control.
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Tightness in the regional labor market
continues to spur substantial increases
in private sector wages. Through the
first half of the year, wages are roughly
13% higher than in the previous year.
Even after adjusting for inflation, hourly
wages remain 5% higher, thus, translating
into increased purchasing power for
consumers. The seasonal and inflation
adjusted hourly wage increased to $25.94
from $25.88 in the previous quarter. The
length of the private sector workweek
recovered the previous quarter’s loss and
is 33 hours in length but remains 2.2%
shorter than one year ago.

Source: US Census Bureau & GS Economics
Three-month moving average.

Slowing Regional Growth
Expected
The Savannah area business forecasting
index declined 1.1% (-4.4% annualized)
during the second quarter. The leading
index decreased to 180.2 from 182.3
(revised). The decline is broad-based with
all five underlying economic indicators
contributing to the fall.
In the housing market, the seasonally
adjusted number of single-family homes
permitted for construction plunged 19%.
Building permit data have been highly
volatile since the pandemic began with
quarter-to-quarter reversals mostly
characterizing the pattern (See the chart
above). Nonetheless, permit issuance
for residential homes is down 9% over
the year. The number of permits issued
decreased to 528 from 651 homes in the
previous quarter. The average valuation
per single family unit increased 9.3% to
$282,700 from $259,000.

With respect to the leading indicators
from the labor market, the number
of initial claims for unemployment
insurance decreased 20% to 631 from 784
during the previous quarter. Accordingly,
the seasonally adjusted unemployment
rate fell to 2.7% from 3.2% in the first
quarter. The underlying monthly data
yield a weakening signal, however, as the
monthly unemployment rate increased
from 2.6% in April to 2.9% in June.
While near-term (six months) prospects
for growth in the Savannah metro
economy remain favorable, the likelihood
of a slowdown in growth is increasing.
During the past six months, weakness
has rotated among important regional
economic indicators (tourism, logistics,
electricity sales, retail sales). Further, the
momentum in the forecasting indicators
appears to have turned negative in the
second quarter, so expectations about the
health of the regional economy should
remain guarded in their optimism for
early 2023.

A Note From the Analyst
The Economic Monitor is available by email and at the Center’s website
(research.georgiasouthern.edu/big/big-programs/cbaer/). If you would like to receive
the Monitor by email, please send a ‘subscribe’ message to CBAER@georgiasouthern.edu.

About the Indicators
The Economic Monitor provides a continuously updated quarterly snapshot of the Savannah Metropolitan Statistical Area
economy, including Bryan, Chatham and Effingham counties in Georgia. The coincident index measures the current economic
heartbeat of the region. The leading index is designed to provide a short-term forecast of the region’s economic activity in the
upcoming six to nine months.
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